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AICPA Launches Certificate of
Educational Achievement Program
in Personal Financial Planning
To provide professional support to CPAs en

gaged in PFP and to increase the public percep
tion and visibility of CPAs as personal financial
planners, the AICPA is offering an educational cer
tificate program in personal financial planning. The

program, which will begin in June, is the first of the
AICPA’s newly established Certificate of Educa
tional Achievement (CEA) programs. The PFP Ex

ecutive Committee was instrumental in establish

ing the program in PFP.
CEA programs consist of a sequence of edu
cationally demanding, integrated courses on a par

ticular subject, offered to participants with a

enthusiasm of the participants has been outstand
ing and sustaining.”

special interest in that subject. Participants re
ceive certificates upon completion of the se

nancial Planning to Your Practice, teaches partici

quence of courses. The chairman of the CPE
Executive Committee, Irvin Diamond, explains that
CEA programs are designed for individuals who
share both a common interest in a specific subject

and a commitment to meet a high level of educa

tional requirements. He notes that the program is
part of the AICPA’s goal to establish national stan
dards of excellence in CPE and to assist members
in professional development.

The CEA program in PFP includes the follow

The introductory course, Adding Personal Fi

pants (1) how to manage PFP services, (2) legal
and ethical questions to consider, and (3) how to
comply with regulations. Participants will also learn
how to assemble a financial planning team that in

cludes attorneys, investment advisors, and insur
ance counselors. The course includes an analysis
of available PFP software programs. Other topics
include workflow and productivity, the data collec

tion process, a sample financial plan, and market
ing and selling financial planning services. Partici-

ing seven courses: Adding Personal Financial Plan
ning to Your Practice (2 days), Successful Finan

cial Planning for Retirement (1 day), Personal
Financial Planning Tax Considerations and Strat
egies (2 days), Analysis and Role of Investments in
Personal Financial Planning (2 days), Helping your
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The certificate will permit CPAs to offer pro
spective employers a clear indication of their edu

pants leave the course with a step-by-step
methodology for developing complete financial

cational achievement in PFP.

plans.
The State societies see numerous advantages
in the integrated program. Lynne Regan, CPE Di

Members can enroll in the CEA Program either
through their state societies or directly through the
AICPA. The introductory course is open to all inter

rector of the Minnesota Society of CPAs, believes
the program’s systematic approach to learning will
allow members to enhance their expertise. Pat

ested CPAs. To participate in the remaining

Buckley, chairman of the Society of Louisiana

CPAs’ Financial Planning Committee, views the
program as guidance for both CPAs who do not yet

courses, members must enroll in the CEA Pro
gram. For further information, contact your state
society or call the AICPA at 1-800-AICPANY (in

New York, call 212-575-5696).

have expertise in the field and those who have per
formed PFP services but wish to structure those

services more systematically. Katrina Street, CPE
manager of the Georgia Society of CPAs, believes
the CEA program in PFP offers a special advan
tage to firms that do not have full-time PFP staff. It

provides a structure that individuals and firms can
use to plan their continuing education programs.

Members’ Questionnaires Provide
Direction to Division
Remember the questionnaire you received
along with your bill for PFP division membership?
Well, the PFP division Executive Committee appre
ciates the time that over half of you spent filling it

out. The tabulated results give the committee a
clear picture of the benefits you expect from your
membership:
■ Materials and activities that expand your PFP competence
and provide technical support
■ The identification and resolution of problems in PFP

■ Guidance on professional responsibilities in PFP
The division’s first priority is to meet those ex
pectations; it will therefore focus on the following

activities:
■ A bimonthly newsletter of new developments in PFP
■ An annual PFP educational conference
■ The identification of practice problems and the clarification

of professional responsibilities in PFP
■ Regular revisions and updates of the Personal Financial Plan

ning Manual
■ Practice aids on issues affecting PFP services
■ Review of CPE courses in PFP and suggestions for

Irvin F. Diamond, Chairman
Continuing Professional Education Executive Committee

improvements
Thanks for your input. You will receive a more
detailed analysis of the membership questionnaire

in the near future.
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visers with strong backgrounds in tax and financial

Planning for the 1986 Tax
Reform Act’s New Estate Tax
The Tax Reform Act of 1986 adds a 15 percent

additional estate tax on certain retirement plan in
terests. That provision may result in a federal es
tate tax liability for estates not otherwise subject
to tax because of the unified credit and the un

limited marital deduction.
The additional tax, described in IRC Sec.

analysis. Yet, in my experience, many CPAs don’t
know how to get started. Like charity, PFP ought
to begin at home. So, before worrying about the
need to advertise this service, before you start
printing new brochures or holding community semi

nars, begin with a plan for yourself. Don’t be like the
shoemaker whose children went without shoes.

Make sure you and your associates in the firm have

4981A, applies to excess retirement accumula

good financial plans that cover at least the next five
years. Develop a model that will work for the peo

tions of decedents dying after 1986. An excess
retirement accumulation is the excess of a dece

ple in your office.
Then you can take your PFP expertise on the

dent’s interests in qualified employer plans and

road. It’s tough to compete against the big hitters

IRAs, valued on the date of death or the alternate
valuation date, over a prescribed amount. The pre

scribed amount is the present value of a $112,500

of this fast growing field. The banks, brokerage
houses, and insurance agencies can be intimidat
ing competition. But a good marketing plan can go

annuity for the life expectancy of the decedent
immediately before his death. The $112,500 annu

a long way to help out. In addition, we CPAs have a
plus that gives us a great advantage. Quite simply,

ity amount will be periodically indexed. The 15 per

we have earned our clients’ trust.

cent tax cannot be offset by the unified credit.
There’s a possibility, though it is far from certain,
that an estate with a state tax credit in excess of its

The first thing to do once you’re comfortable
with a PFP format is to identify the clients most

federal estate tax could use the excess credit to

those whose family income exceeds $100,000 an
nually or whose net worth is over $500,000. Fees

offset the new 15 percent tax.
This new tax may affect estate liquidity plan

likely to benefit from this service. They may be

for this type of comprehensive financial planning

ning for some clients. A client whose estate might

may run between $2,000 and $5,000. If most of

be subject to this new tax may need to have his
CPA and estate attorney review the existing tax

your clients have incomes of $40,000 to $70,000,
you may need to consider more cost effective PFP

clause in his will. That review should determine if

services. The simplest way to reduce the cost is to
limit the time you spend in consultation with the

satisfactory distributions to heirs will result con
sidering the assets from which the additional tax
will be paid.

clients.
Once you identify the clients most likely to ben

efit from PFP services, you want to let them know
about those services. You can do this through your
firm’s newsletter, articles in local publications,

Getting Your PFP Practice
Underway

speeches and, probably most effective of all, by
meeting with each client. If your firm is anything like

By Stuart J. Zimmerman, CPA, PFP Practice Task Force member and
partner in charge of PFP at Rubin, Brown, Gornstein & Co., St.
Louis, Missouri.
We’re all familiar with the bumper sticker that
reads “Plan Ahead”. We laugh because, unfor

tunately, it rings so true. It is especially true for
CPAs and personal financial planning. Few of us
take time to do enough long-range planning. We’re
usually content to perform the tasks our clients
request. We rarely consider how to enhance cus

tomer service in ways that will increase client satis
faction and our firm’s profitability.

ours, the 1986 tax law has resulted in a deluge of
phone calls. All of your clients want to know how
they’re being affected by the many revisions. This
is the perfect time to let them know you’ve been

doing some financial planning for yourself and

think it’s a good idea for them, too. You might sug
gest a four to five year forward look as the appro
priate approach right now. They should be thinking
about the status of their current balance sheet.
How good is their cash flow? What do their tax
projections look like. And what kind of estate plan,

if any, do they have?

CPAs are in a unique position to offer some of
the best PFP advice available. We’re trusted ad-

AICPA
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Act of 1986 (A-3097), which was introduced and
referred to committee in the fall of 1986, has been

All professional members of your firm should
be aware of the PFP services you offer. Members
of your staff are likely to be your best salespeople.

carried over to 1987.
Tennessee—The Financial Planning Act of 1987

They are the ones who will be able to identify po
tential PFP clients and pass the word on both to

(H-468) was introduced in February.
As discussed in the AICPA position paper on

the client and the CPA directly in charge of finan
cial planning services at your firm.

state regulation of personal financial planners, the
AICPA believes existing regulatory and licensing

And don’t feel you have to exclude other pro
fessionals. By all means invite your client’s lawyer,

requirements, if enforced, provide adequate con
trols for abuses in the PFP industry. The AICPA

investment adviser, banker, and insurance agent

therefore opposes additional regulation of per

to meet and discuss the client’s personal financial
plan. My firm does this. We find it creates harmo

sonal financial planners. The AICPA position paper

nious relationships and results in the best possible
PFP service for our clients.
Mark Twain was right; nothing is more certain

is included in the PFP division’s Personal Financial
Planning Manual.
CPAs offering PFP services need to be aware

of proposed PFP legislative activity in their states.

other events: marriage, birth, illness, vacation, col

Resources to oppose objectionable proposed leg
islation include

lege, business, retirement. Personal financial plan
ning is the best way I know of to manage these

■ State societies of CPAs
■ The AICPA and its position paper

major events. It’s a wide, deep pool to swim
through, but CPAs should do more than get their

■ PFP division members
CPAs aware of proposed legislation should no

feet wet. It’s time to take the plunge. Plan for your

tify their state societies. Among their other re

self, plan for your firm, and plan for your clients.

sources, state societies have listings of AICPA
PFP division members in their states. Those mem

than death and taxes. But in between come life’s

bers and other CPAs offering PFP services under
stand the issues and can be effective in commu

nicating to others, mustering resources, and lobby

Increased Activity in Proposed
Licensing of Financial Planners

ing. In addition, the AICPA has resources available

to assist in state societies’ efforts to oppose objec
tionable legislation.

Legislation concerning the regulation of finan

cial planners has recently been introduced in the
following states:
California—A senate bill (S-315) was introduced
and referred to committee in February. The bill
would require financial planners to provide clients
with (1) information regarding their qualifications

and (2) the reasoning behind their recommen
dations. The bill is similar to the bill vetoed by the

governor in 1986.
Connecticut—A bill (H-5625) requiring basic cer

tification of financial planners was introduced in
the Connecticut house in January and referred to

the committee on banks.
Nebraska—In January, a bill (LBN-214) was intro
duced that provides for regulation of financial plan

Muni Bonds After Tax Reform*
The lower tax rates of the 1986 Tax Reform

Act were expected to make tax-exempt municipal
bonds less desirable. Their current yields, how

ever, plus certain provisions of the Act continue to
make them attractive.
Yields on municipal bonds have traditionally
been 60 to 80 percent of the yields on long-term

Treasury bonds. Recently, however, their yields
have been 80 to 90 percent of Treasury bond
yields. Such relatively high returns make munis in
teresting investment possibilities for clients in tax

ning businesses, defines their basic terminology,
and specifies basic disclosure requirements. The
bill was referred to the committee on banking,

brackets over twenty-five percent.
The 1986 Act effectively killed many tax shel
ter strategies. Municipal bonds generally survived

which held a public hearing on March 2.
New Jersey—The Financial Planners Licensing

tax reform, though the category of nonexempt pri

vate activity municipal bonds was broadened. In

AICPA
4

THE PLANNER
■ Muni money market funds invest in short-term municipal
obligations. The shares always maintain a net asset value of

GLOSSARY OF MUNI BOND PRODUCTS
Municipal bonds are issued by a state, a state
agency or authority, or a local subdivision, such as
a county, city, town or village. In general, interest

paid on such bonds is exempt from federal income
taxes. If the bondholder resides within the state
that has issued the bond, the interest is also ex
empt from state income taxes; the bond is then
called double tax-exempt. (Add city taxes, and
you have a municipal bond that may be triple taxexempt.)
Zero-coupon muni bonds make no current inter

est payment; rather they are sold at a deep dis
count from par value and the bondholder receives

$1, and the yield fluctuates daily. In addition to full liquidity,
most muni money market funds offer check-writing
privileges.

■ Muni unit investment trusts are closed-end funds that own a
fixed portfolio of bonds. A muni UIT also has a predictible
average maturity date and a fixed number of outstanding

units, which are traded in secondary markets. The trust’s
return will vary whenever bonds in the portfolio mature or are
called prior to maturity. Though trusts maintain a fixed port

folio, they may sell off bonds if a severe change in credit

worthiness occurs.
■ Muni mutual funds are actively managed portfolios which
issue and redeem shares at the fund’s current net asset value.

The net asset value fluctuates daily depending on market and

the accrued interest in a lump-sum at maturity.

Stripped municipals were authorized for the
first time under the 1986 Tax Reform Act and
have been offered by Goldman, Sachs and Sa
lomon Brothers since late October. As with

interest rate changes.
■ Short-term muni bond funds invest primarily in bonds that
will mature within two to four years; intermediate-term funds,

in bonds with maturities ranging from 7 to 11 years; and long-

stripped Treasuries, interest payments are segre

term funds, in bonds with maturities ranging from 11 to 19

gated from principal payments, creating the
equivalent of zero-coupon tax-free securities.

years.
■ Double and triple-exempt bond funds are available to resi
dents of New York, California, Massachusetts and 13 other

The maturities of stripped munis range from one
to nine years. Since most actual zero coupon

states that have high state income taxes.

stripped munis appeal to investors who want to

■ Insured muni bond funds are guaranteed the timely payment
of the principal and interest even if the lender defaults. Such

lock in tax-free returns for shorter periods.
Individuals may purchase muni bonds outright,

market fluctuation in the value of his shares in the mutual

or they may invest in the following muni products:

fund itself.

munis carry maturities of 10 years or longer, the

insurance, of course, does not protect the investor against

addition, for tax years after 1986, the interest of

locking in a yield and avoid the problem of reinvest

most tax-exempt private activity bonds issued
after August 7, 1986, is a preference item for pur

ing interest payments.
Income in excess of $1,000 received from cus
todial accounts and other income producing as

poses of the alternative minimum tax (IRC Sec.
57(a)(5)).
Certain provisions of the Act suggest new uses
for municipal bonds. The Act severely limits strat

egies to build a college fund that include shifting
income to young children and benefiting from their

lower rates. New strategies for college funding in
clude using municipal bond products, such as
those described in the above Glossary of Muni

sets of young children will be taxed at the marginal
rates of the children’s parents, beginning this year.
Converting such assets to tax-exempt municipal
products may produce higher after-tax yields.

Transaction costs, taxes on any gains, and the
effects of possible interest rate fluctuations
should be considered, however.
Municipals are also attractive retirement fund

Bond Products. Zero coupon or stripped mun
cipals are possibilities, if significantly higher inter
est rates are not anticipated during the precollege

ing vehicles for some clients. Current yields on
long-term muni bond funds are around 6.5 per

period. Those products have the advantage of

Continued on following page

cent. Amounts accumulated in those funds can be
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withdrawn free from federal and, possibly, state

A member in public practice advertises that his personal

income taxes. Though many clients expect to be in
lower tax brackets after retirement, that will fre
quently not be the case, especially under the tax

financial planning clients reach their financial goals
sooner than the clients of other financial planners. Rule
502 of the code prohibits false, misleading, or deceptive
advertising. Interpretation 502-2 provides that state

rate schedules of the 1986 Act. Consequently, the
tax-free nature of municipals could be an impor

ments which create false or unjustified expectations of
favorable results or any self-laudatory statements that are

tant factor for many retirees.
Municipal bond products may provide solu
tions to financial planning needs. Like all invest
ment products, however, their use should be

not based on verifiable facts are considered to be false,

misleading, or deceptive.

A member in the practice of public accounting provides
personal financial planning services and refers insurance

carefully evaluated. If an accountant and his client
are concerned about the effect rising interest
rates would have on municipal bond investments,
they could consider muni money market funds or

and investment products to clients. An insurance com
pany pays a commission to the member if his clients buy
its insurance or investment products. Rule 503, in part,

short-term bond funds. The net asset value of

prohibits members from accepting a commission for re

funds invested in money market funds doesn’t

ferring the products or service of others to a client.

fluctuate. Only the yield fluctuates. Short-term
bonds are not as susceptible as long-term bonds to

depreciation in the event of interest rate increases.

A member in the practice of public accounting also owns
and operates an incorporated commercial financial plan

If the accountant and client are concerned about

ning business, through which he sells various products,

the financial stability of state and local govern
ments, they could consider insured muni funds.

including insurance on a commission basis. Interpreta

tion 505-2 explains that if a member participates in the
operation of a separate business that offers clients one or
more services that are offered by public accountants, he

Those funds guarantee the payment of principal
and interest, even if the lender defaults. Additional

planning issues include ascertaining whether the
municipal bonds under consideration are subject

is considered to be in the practice of public accounting in

to federal income tax or the alternative minimum

the separate business. The accountant is consequently
subject to all of the Rules of Conduct. Personal financial

tax.

planning services are considered to be services rendered

*This feature was adapted with permission from an
article by Robert Kuppenheimer published in the
January 1987 issue of the Stanger Register, a monthly
financial magazine based in Shrewsbury, New Jersey.

by public accountants for clients. Rule 505, in part,
prohibits members from practicing public accounting
through a commercial corporation. The member would

also be subject to Rule 503 on commissions in the sepa
rate financial planning business.

Reporting Ethics Violations

To minimize departures from their codes of

Exemplary professional standards of practice

are essential to the public accounting profession

because its existence depends on the indepen
dence, objectivity, integrity, and professional com
petence of its members. To maintain those stan

dards, the AICPA and state societies of CPAs
require their members to follow codes of ethics,

rules of professional conduct. Departures from
those rules can result in membership sanctions. In

addition, departures can have a detrimental effect
on the public’s perception of the profession. The
following illustrate such departures from the

AICPA's Rules of Conduct:

ethics, the AICPA and state societies have disci
plinary procedures for members who violate the
codes. For that self-regulatory system to function,
however, ethics violations must be reported. If
CPAs who are aware of the violations of the code

of ethics report them, the profession’s self-reg
ulatory system will function properly and the pro

fession’s standards can be maintained.
To avoid duplication of enforcement efforts by
the AICPA and the state societies and to permit
joint enforcement of their codes of ethics, the
AICPA has entered into joint agreements with

most state societies under the Joint Ethics Enfor
cement Plan (JEEP). Those agreements specify

-------------------------------------------------- AICPA
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which organization will investigate alleged viola
tions of the Rules of Conduct.
A letter of complaint about a possible violation

of the code of professional ethics can be sent to
either the AICPA or the applicable state society.
Which organization investigates the complaint is
determined underthe JEEPagreement. In general,

the ethics committees of the state societies inves

tigate complaints. However, the AICPA will investi
gate complaints
□ That involve issues of broad national or international

interest.
□ About matters that are the subject of litigation or reg
ulatory proceedings that concern auditing, accounting,

or independence issues.
□ Received from the AICPA’s SEC Practice Section or a
government agency.
The committee or subcommittee assigned to
investigate the complaint performs an initial review
to determine whether further investigation is war

ranted. The complainant, the person originating

concurrence of the other JEEP participant so that
a joint finding, a formal evaluation of the evidence,
can be issued.
If the evidence does not indicate that the mem
ber violated any Rules of Conduct, the investiga
tion is closed and the respondent is notified of that
result in writing. The respondent is advised, how

ever, that the ethics committee will reopen its in
vestigation if new information becomes available
that warrants such action.
If a violation is indicated, then the committee
determines the gravity of the violation. It could is
sue a letter of minor violation, an administration

reprimand, or, if the committee concludes that the
violation is sufficiently serious to warrant formal

disciplinary action, the committee could prepare a
case against the respondent for presentation be
fore the regional trial board.
If the case goes to the trial board and the trial
board finds the respondent guilty of a code viola
tion, it could

□ Expel the respondent from membership in the
organization.
□ Suspend the respondent’s membership.

the complaint, is sent a letter that acknowledges
receipt of the complaint and explains that the in
vestigation will be confidential. Also, if the
complainant is a member of the AICPA, he is ad

□ Censure, admonish, or reprimand the respondent.

□ Direct the respondent to complete specified CPE
courses.

vised of his right under the bylaws to take his com

plaint to the National Review Board if the ethics
committee fails to take action on the complaint
within 90 days of its receipt.

The complainant is advised of the completion
of an investigation. The findings of an investigation

The identity of the complainant is confidential
unless disclosure is necessary to determine the
existence of the problem, such as when a client

are confidential unless the case was referred to a
hearing panel of a regional trial board and the panel
found the member guilty of violating a Rule of Con

alleges that his records have been retained by a
member. Also, the complainant will be contacted
during an initial or subsequent review only if addi

duct. Such a trial board finding would be published
in the CPA Letter and State Society periodical.

tional information is needed.
If the initial review indicates a possible violation
of the Rules of Conduct, an opening letter is sent
to each respondent, the members who allegedly
violated the code of ethics, informing them that an

The Tax Act Alters Certain Life
Insurance Strategies

investigation is being initiated. Opening letters in

The Tax Reform Act of 1986 altered some
rules affecting whole life insurance that may re

clude questions about the issues being investi
gated or requests for relevant documents or both.
Each respondent is also offered the oppor
tunity to have an interview with members of the
ethics committee investigating the complaint to

discuss the issues and offer any evidence the re
spondent thinks the committee should consider.
When the ethics committee that conducted
the investigation reaches a conclusion, it seeks the

quire a change in financial strategy.
“While life insurance and annuity contracts re
main viable as excellent tax-deferred accumulation

plans with income-tax-free life insurance protec
tion, insurance has not emerged unscathed,” says
Edward A. Stoeber, ChFC, CLU, writing in the
March issue of The Journal of the American Soci
Continued on following page
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ety of CLU & ChFC. “However, the net result of

TRA 86 should be a renewed interest in life insur
ance and savings plans for individuals and corpo

rations in all tax brackets.”
One of the major tax law changes phases out
deductions for personal interest on loans from in
surance policies. In the past, it was a common

practice to borrow money for the payment of life
insurance premiums. If certain guidelines were fol

lowed, the interest on those loans was tax-deduct

ible. Like other consumer loans, the interest
deduction for financing life insurance policies will

be phased out over four years.
“The loss of this interest deduction, when cou

People who have minimum deposit plans

should not panic and act hastily, Stoeber says. A
careful analysis of the alternatives should be made
in 1987. Those alternatives may include letting the
policy lapse, surrendering, or exchanging the pol
icy for a new one.

The 1986 Act also restricts the amount of inter
est that can be deducted on loans from life insur
ance policies owned by businesses, including sole
proprietorships, partnerships and S Corporations,

Stoeber says. Business-owned life insurance pol
icies purchased after June 20, 1986 can qualify

for interest deductions only on indebtedness that
does not exceed $50,000 per person.
Stoeber says the $50,000 loan restriction will

pled with the lowering of individual tax brackets,
eliminates the cost-effectiveness of minimum de

limit the ability to fund fringe benefit packages and
nonqualifed retirement plans of highly compen

posit insurance,” writes Stoeber, referring to life

sated executives and company owners. Those

insurance plans that used the interest tax deduc

plans usually are funded by loans much larger than
$50,000.

tion to help fund the premiums.
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